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4-9 Internal Revenue Code

Section 501 (Exemption from tax on corporations, certain trusts, etc.)

Exemption from taxation

(a) An organization described in subsection (c) or (d) or section 401(a) shall be
exempt from taxation under this subtitle unless such exemption is denied under section
502 or 503.

(c) List of exempt organizations
(3) Corporations, and any community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific, testing for
public safety, literary, or educational purposes, or to foster national or
international amateur sports competition (but only if no part of its
activities involve the provision of athletic facilities or equipment), or
for the prevention of cruelty to children or animals, no part of the net
earnings of which inures to the benefit of any private shareholder or
individual, no substantial part of the activities of which is carrying on
propaganda, or otherwise attempting, to influence legislation (except as
otherwise provided in subsection (h)), and which does not participate in,
or intervene in (including the publishing or distributing of statements),
any political campaign on behalf of (or in opposition to) any candidate for

public office.
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(e) Cooperative hospital service organizations:
For purposes of this title, an organization shall be treated as an organization
organized and operated exclusively for charitable purposes, if -
(1) such organization is organized and operated solely -
(A) to perform, on a centralized basis, one or more of the following
services which, 1f performed on i1ts own behalf by a hospital which is
an organization described in subsection (¢)(3) and exempt from taxation
under subsection (a), would constitute activities iIn exercising or
performing the purpose or function constituting the basis for its
exemption: data processing, purchasing (including the purchasing of
insurance on a group basis), warehousing, billing and collection, food,
clinical, industrial engineering, laboratory, printing, communications,
record center, and personnel (including selection, testing, training,
and education of personnel) services; and
(B) to perform such services solely for two or more hospitals each of
which 1is -
(i) an organization described in subsection (c) (3) which is exempt
from taxation under subsection (a),
(i1) a constituent part of an organization described in subsection
(c)(3) which is exempt from taxation under subsection (a) and which,
iIf organized and operated as a separate entity, would constitute an
organization described in subsection (¢)(3), or
(111) owned and operated by the United States, a State, the District
of Columbia, or a possession of the United States, or a political

subdivision or an agency or instrumentality of any of the foregoing;

(2) such organization is organized and operated on a cooperative basis and
allocates or pays, within 8 1/2 months after the close of its taxable year,
all net earnings to patrons on the basis of services performed for them; and
(3) 1f such organization has capital stock, all of such stock outstanding
is owned by its patrons. For purposes of this title, any organization which,
by reason of the preceding sentence, iIs an organization described in
subsection (c¢)(3) and exempt from taxation under subsection (a), shall be
treated as a hospital and as an organization referred to in section
170(b) (D) (A) ().
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